Calendar No. 1538 


82p CoNnGRESS t SENATE REporT 
2d Session 


No. 1607 


APPROVING CONTRACTS NEGOTIATED WITH IRRIGATION DIS- 
TRICTS ON THE OWYHEE, RIVERTON, MILK RIVER, AND FRENCH- 
TOWN FEDERAL RECLAMATION PROJECTS, TO AUTHORSZE 
THEIR EXECUTION, AND FOR OTHER PURPOSES = Om 


May 28, 1952.—Ordered to be printed 


Mr. O’Manuoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 5633] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5633) to approve a contract negotiated with 
the irrigation districts on the Owyhee Federal project, to authorize 
its execution, and for other purposes, having considered the same, 
report favorably thereon with the following amendment in the nature 
of asubstitute, and with the recommendation that the bill, as amended, 
do pass: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the contracts referred to in sections 2 to 5 
of this Act, which have been negotiated by the Secretary of the Interior, pursuant 
to section 7 of the Reclamation Project Act of 1939 (53 Stat. 1187) are hereby 
approved, and the Secretary is authorized to execute them on behalf of the United 
States. 

OWYHEE PROJECT, IDAHO-OREGON 


Sec. 2. The amendatory repayment contract dated August 29, 1951, with the 
Gem Irrigation District, the Ridgeview Irrigation District, the Owyhee Irrigation 
District, the Ontario-Nyssa Irrigation District, the Advancement Irrigation 
District, the Payette-Oregon Slope Irrigation District, the Crystal Irrigation 
District, the Bench Irrigation District, and the Slide Irrigation District. 


RIVERTON PROJECT, WYOMING 
Sec. 3. The contract with the Midvale Irrigation District, which contract was 
, a 
approved by the electors of the district on May 14, 1952. 
MILK RIVER PROJECT, MONTANA 


Sec. 4. The contract with the Malta Irrigation District which was executed 
by said district pursuant to the laws of the State of Montana and in conformity 
with the order of the District Court of the Seventeenth Judicial District of the 
State of Montana, in and for the county of Phillips, dated March 6, 1951, in the 


, 
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confirmation proceedings on said contract before said court; and the contract 
with the Glasgow Irrigation District which was executed by said district pur- 
suant to the laws of the State of Montana and in conformity with the order of the 
District Court of the Seventeenth Judicial District of the State of Montana, in 
and for the county of Valley, dated October 1, 1951, in the confirmation proceed- 
ings on said contract before said court. 

(a) The 1947 reclassification of the lands of the Malta Irrigation District and 
the Glasgow Irrigation District of the Milk River Project, Montana, made in 
accordance with the provisions of section 8 of the Reclamation Project Act of 
1939 and approved by the Board of Commissioners of the Malta Irrigation Dis- 
trict by resolution, dated June 24, 1948, and by the Board of Commissioners of 
the Glasgow Irrigation District by resolution, dated July 1, 1948, is approved. 

(b) Contingent upon the execution of the contract with the Malta Irrigation 
District, approved in this section, there shall be deducted from the total costs of the 
project, as the Malta Irrigation District’s share thereof, the sum of $663,644 on 
account of 12,128 acres, within the Malta Irrigation District, found to be per- 
manently unproductive by the 1947 reclassification of lands. 

(c) Contingent upon the execution of the contract with the Glasgow Irrigation 
District, approved in this section, there shall be deducted from the total costs of 
the project, as the Glasgow Irrigation District’s share thereof, the sum of $5,691 
on account of 104 acres within the Glasgow Irrigation District, found to be 
permanently unproductive by the 1947 reclassification of lands. 

(d) There shall be deducted from the total costs of the project on account of 
nondistrict lands found to be permanently unproductive by the 1947 reclassi- 
fication of lands, which reclassification as to nondistrict lands is hereby approved, 
the sum of $7,661 on account of 140 acres formerly excluded from the Glasgow 
Irrigation District and not intended to be included within said district. 

(e) The Secretary is authorized, in his discretion, to cancel and deduct from 
the total costs of the Glasgow division of the Milk River project, Montana, the 
construction charge obligation against any of the lands within said division of 
said project which are not actually included within the Glasgow Irrigation Dis- 
trict. The amount of said cancellation and deduction shall be computed by the 
Secretary by multiplying the total number of acres of land formerly intended 
to be included within the irrigation district but not so included by the sum of 
$54.72 per acre. 

(f) The Secretary, at any time subsequent to the execution of the contracts 
approved in this section, and not later than January 1, 1960, shall reclassify and 
designate as either class 1, 2, 3, 4, 4a, 4b, or 6, as provided in said contracts, all lands 
within the Malta and Glasgow Irrigation Districts designated as class 5 by the 
1947 reclassification of lands, and the reclassification and designation as class 6 
of any of said lands shall reduce the construction charge obligation of the district 
in which such class 6 lands are situated by the sum of $54.72 per acre. 

(eg) The amounts deducted from the construction charge obligation of either 
or both the Malta and Glasgow Irrigation Districts, and from the total costs of 
the Milk River project, as provided for herein and adjusted in the contracts 
approved in this section, shall be charged off as a permanent loss to the reclama- 
tion fund, but no adjustment shall be made by the United States by reason thereof 
with any individual landowner by way of refund of or credit on account of sums 
heretofore paid, repaid, returned, or due and payable to the United States, by 
way of exchange of land, or by any other method. 


FRENCHTOWN PROJECT, MONTANA 


Sec. 5. The contract dated September 6, 1951, with the Frenchtown irriga- 
tion District. 

Sec. 6. All costs and expenses incurred by the United States in negotiating 
and completing the contracts approved under sections 3 and 4 of this Act and in 
making the investigations in connection therewith and in future determinations 
under said contracts with respect to the productivity of temporarily unproduc- 
tive lands shall, contingent upon the final confirmation and execution of the 
contracts, be nonreimbursable and nonreturnable under the Federal reclamation 
laws. The water rights formerly appurtenant to the permanently unproductive 
lands referred to in the contracts aforesaid shall be disposed of by the United 
States under the reclamation laws with a preference right to the water users on 
the respective reclamation projects. 

Sec. 7. This Act is declared to be a part of the Federal reclamation laws as those 
laws are defined in the Reclamation Project Act of 1939. 








APPROVING CONTRACTS WITH IRRIGATION DISTRICTS 3 


Amend the title so as to read: 


A bill to approve contracts negotiated with irrigation districts on the Owyhee, 
Riverton, Milk River, and Frenchtown Federal reclamation projects, to authorize 
their execution, and for other purposes. 


EXPLANATION OF THE BILL 


The bill, H. R. 5633, and its counterpart, S. 2227, introduced by 
Senator Dworshak, originally would have authorized an amendatory 
contract between the Secretary of the Interior and an entity represent- 
ing nine irrigation districts in the Owyhee project, Idaho-Oregon. 
This original bill is amended to include authorizations for other 
amendatory repayment contracts. Two were originally presented as 
H. R. 5630 and H. R. 5489, their counterparts being included in 8, 2245 
introduced by Senator Ecton, and related to the Frenchtown and 
Milk River projects, Montana, respectively. A third authorization 
affecting the Riverton, Wyo., project was originally presented as S. 
3212 by Senators O’Mahoney and Hunt. The amended bill provides 
all the benefits to the farmers contained in the originals, without any 
exceptions. 

Brief summaries of the facts as to each project and district follow 
in the order in the title of the bill. Similarly, comments from the 
Department of the Interior (and as supplied by the Bureau of the 
Budget) are included in full and made a part hereof. 


TT 


OwYHEE Prosect, IpAHO-OREGON 


The Owyhee project covers slightly more than 100,000 irrigable acres. The 
lands are irrigated by gravity diversions from the Owyhee River and pump lifts 
from Snake River. The development of the project has extended from 1926 to 
1940, although some of the lands were within private enterprises prior to 1926. 
The irrigation districts have had separate contracts with the Secretary of the 
Interior. It is now proposed that boards of control, representing the wajgr users 
in the nine districts, take over the operation and management 6f project works 
excepting the Owyhee Reservoir, a storage unit of 715,000 acre-feet capacity. 
Aside from unified operation, the (new) amendatory contract will provide for ad- 
justment of annual repayment charges in conformity with section 7 of the Recla- 
mation Project Act of 1939. 

The returnable balance of the project cost is about $18,500,000. With a 
low pumping power rate of 3 mills per kilowatt-hour for power furnished from 
Bureau of Reclamation power plants in the Snake River Basin, the water users 
will be able to pay out in 88 years under the terms of the contract approved 
by the bill. 

The recommendation of the Department of the Interior and more detailed 
data respecting the proposed contract are set forth in a following letter included 
in this report. 

Riverton Prosect, WYOMING 


The Midvale irrigation district includes the portion of the project which has been 
oapened to settlement. Irrigation was begun in 1926, and the first repayment 
contract was entered into in 1931. The annual charges for operation, mainte- 
nance, and repayment of project costs, together with rehabilitation and betterment 
work, are based upon a graduated scale which was overoptimistic in relation to the 
ability of the farmers, even if soil conditions had been favorable. 

Seepage and alkalinity developed on portions of some farm entries resulting in 
reduction of the family income to an alarming degree. It became apparent that 
reclassification of most of the district lands was a necessary prerequisite to estab- 
lishing a favorable repayment base. This has been determined and is predicated 
upon a satisfaction of the needs of a great majority of the water users. The 
original irrigable area of the district was 52,577 acres. Presently, 5,354 acres are 
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classified as nonproductive, and an additional 9,474 acres require drainage or other 
remedial works before settlement thereon can be contemplated. 

The comments of Interior and Bureau of the Budget contain detailed informa- 
tion and are made a part of this report. 


Mitk River Prosect, Monrana 


The project began operation in 1911. The supplemental Fresno storage works 
were completed in 1939, and amended and interim repayment contracts include 
the repayable portions of construction costs together with rehabilitation and 
betterment costs. However, reductions in acreages in both districts resulting 
from reclassification of irrigable lands have placed onerous burdens on the water 
users. Pay class lands in the Malta district have been reduced since 1926 from 
35,593 acres to 25,077. In the Glasgow division there has been a reduction in 
pay class lands from 18,789 acres to 13,310. 

The districts have experienced high operation and maintenance costs, also 
brought about by slow settlement of project lands. These factors have all com- 
bined to place too heavy acreage charges on present pay class lands. ‘The amend- 
atory contracts provide for repayment of project costs in 106 years for the Malta 
district and 116 years for the Glasgow district. However, it is apparent from 
the data that lands temporarily in a nonpay classification may be restored to a 
paying class. 

The recommendations and details of the physical conditions are presented in 
a communication from the Interior Department which is included in this report. 


FRENCHTOWN PROJECT, MONTANA 
’ 


The Frenchtown irrigation district is situated in Clark Fork River Valley in 
western Montana, and originally comprised about 5,000 acres. The project has 
been in operation about 15 years, but due to a reduction in irrigable lands, and 
the cropping pattern necessarily developing, the water users require relief from 
the burdens of the present operating contract. Under its terms the annual 
charges increase to a maximum of $7,500. At present, the district is delinquent 
in the amount of $5,000. The amendatory contract will continue the present 
annual charge for repayment of construction costs at $5,000 until 1954, when it 
would increase to $6,735. The cost will be fully returned in 1988. 

It is proposed to do betterment and rehabilitation work on the project works as 
may be necessary, but these costs are estimated to extend the repayment period 
only 2 years. 

The recommendations of the Department of the Interior are detailed in a 
commumlcation made a part of this report. 


OwYHBE FEDERAL RECLAMATION PROJECT 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., October 11, 1951. 
Hon. Sam Rayspurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: I herewith present for the consideration of the Con- 
gress my report on a proposed contract between the United States and the nine 
irrigation districts representing the water users of the Owyhee Federal reclama- 
tion project located in the States of Idaho and Oregon, and a bill to approve 
a repayment contract negotiated with the irrigation districts comprising the 
Owyhee Federal reclamation project, Idaho-Oregon, to authorize its execution, 
and for other purposes. The proposed contract, which is in the process of being 
executed by the districts, was negotiated under the authority of section 7 of the 
Reclamation Project Act of 1939. There are attached copies of the proposed 
contract. 

| recommend that the draft of bill be referred to the appropriate committee 
and that the proposed legislation be enacted. 

The Owyhee project, located along the Snake River, was authorized in 1926 
pursuant to the procedure established by the Fact Finders’ Act of December 5, 
1924 (43 Stat. 701), as supplemented by the act of May 10, 1926. The project, 
comprising an irrigable area of slightly over 100,000 acres, is served both by gravity 
diversions from the Owyhee River and by pumping diversions at three major 
pumping stations along the Snake River. The pumping area of the project, 
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approximating one-third of the area, was developed prior to 1926, and is com- 
monly referred to as the ‘‘old lands.’”’ In addition to the usual canals, siphons, 
tunnels, pumping plants, and distribution works, the project works include 
Owyhee Dam on the Owyhee River, a storage reservoir of 715,000 acre-feet active 
capacity which, when constructed, was the world’s then highest dam. The 
project has no electric-power generating facilities. Gravity water was first avail- 
able in 1930, but the project was not substantially completed until 1940. Except 
for the settlement of some claims relating to now completed work, and except for 
expenditures that might be required in connection with claims arising out of a 
canal break in 1946, all capital expenditures in connection with the project have 
been completed. The present estimated total project costs, including a con- 
tingent sum of approximately $500,000 to cover both the items referred to and to 
cover the possibility of rehabilitation and betterment, is $19,500,000. 

Pursuant to the act of May 10, 1926, the project area was organized into several 
irrigation districts which contracted to repay the project construction costs, then 
estimated at $18,000,000, in 40 annual installments. Although attempts were 
made to have the project area consolidated into one irrigation district, this was 
found to be impracticable due to the differences in bonded indebtedness, physical 
assets, and other obligations that existed among the old-land pumping districts 
and the single, large, new-land district. While these differences no longer exist, 
the initial pattern of the several separate irrigation districts is desired to be 
continued by the project water users. About 1935 it became apparent that it 
was desirable to retain as part of the project works pumping works to serve a 
part of the project area by pumping water from the Snake River in those years 
when the gravity water supply alone might be inadequate. This change provided 
an additional source of water for the project, reduced the cost of gravity canal 
construction, and provided a canal system which was more flexible in operation. 
Accordingly, an omnibus amendatory contract was entered into in 1936 which 
recognized this change in the project plan. This contract is currently in force. 

Construction charges were scheduled to begin at a rate of $2.50 an acre for an 
initial 10-year period beginning in 1940 and ending in 1949. Thereafter, the 
remaining project costs were to be repaid in 30 vears. By means of a water 
rental announcement the payments were revised initiating construction payments 
in 1946 at a rate of $2 per irrigable acre for the 3-year period ending in 1949, 
the other amounts due during the initial period being deferred under the authority 
provided by section 12 of the Reclamation Project Act of 1939. To carry out the 
existing contract and return the unpaid construction costs in the remaining 30- 
year period would require annual payments in excess of $4.70 per irrigable acre, 
an amount which is beyond the water users’ ability to repay. It is to meet this 
situation that the proposed contract was negotiated. Other problems were 
involved, such as providing a permanent source of power for the project, the 
establishment of a water-user organization to take over project operation, and the 
distribution of gravity and pump water among the project lands. 

To determine the proper solution to the project’s repayment problem, an 
objective field investigation was made of water users’ repayment ability, including 
a classification of the project lands. The investigation followed the standards 
and procedures established for similar investigations made in connection with 
financial adjustment of other projects. It recognized and made equitable allow- 
ance for all legitimate items of farm-operating expenses, family-living expenses 
and costs of operation and maintenance of project works, including the purchase 
of pumping power at 3 mills per kilowatt-hour. Based on that investigation, 
agreement was reached with water users on an annual base rate of $2.10 per 
irrigable acre for repayment of project costs. That rate is reasonably within the 
estimated normal ability of water users to pay, based on the assumption that the 
average relationship and level of prices and costs which prevailed for the period 
1939-44 are representative of normal future conditions. 

Presently, the project is being operated and maintained in the main by the 
United States, but in part by the Gem irrigation district and in part by the 
Ontario-Nyssa irrigation district. The proposed repayment arrangements as 
reflected in the contract contain a plan for project operation by the project water 
users through two boards of control, coordinated by a joint committee. It is 
contemplated that, if the contract is in effect, operation and maintenance can 
probably be assumed by the water users, except for the reserved Owyhee Dam and 
Reservoir, prior to the 1952 irrigation season. The providing of the machinery 
for water user project operation, together with the fact that the project involves 
nine separate irrigation districts located in two States, accounts for the complexity 
of the contract language. 
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All the districts’ contract obligations with the United States are completely 
restated in the proposed contract, it being framed to supersede all the existing 
contracts. In addition, a power supply is provided for the project from Anderson 
Ranch Dam, Boise project, and provision is made for the adjustment of the annual 
construction installment, should the cost of project power be reduced or increased 
from the assumed 3-mill rate. Also, the contract provides machinery for the 
districts, should they so desire, to adjust their annual construction installments 
upon the basis of the normal and percentage plan set out in the 1939 act, modified 
to a basis of 10 years, instead of the 13-year period therein provided. 

In addition to the basic irrigable area of 98,740 acres as established by the land 
classification, provision is made for serving water to 4,982 acres of temporarily 
irrigable lands. These lands are required to pay full construction and operation 
and maintenance charges so long as they receive project water. There is now a 
small area, 1,447 acres, of suspended class 5 lands, which has up to 5 years to 
determine whether or not it can be developed for inclusion within the project as 
temporarily irrigable. 

The maximum construction charge obligation has been restated in the proposed 
amendatory contract as $19,500,000, this being exclusive of the $300,000 being 
repaid by the Owvhee Ditch Co. under a contract made in 1928 for 21,000 acre-feet 
of capacity in Owyhee Reservoir. Through the calendar year 1950, approximately 
$1,000,000 of this obligation has been repaid. The balance of the maximum 
obligation covers all unamortized project construction cost, including costs asso- 
ciated with the investigations and land classification in connection with this 
contract, and all operation and maintenance deficits incurred during operation 
on a water-rental basis. Also, the restated construction obligation, which exceeds 
the actual cost incurred to date by about $500,000, is sufficient to cover the 
contingent liability in connection with pending litigation growing out of a canal 
break in 1946, to cover some additional drainage work, if the need therefor 
develops, and to cover rehabilitation and betterment work. It is now anticipated 
that some $300,000 might be spent for the latter class of work during the next 
three fiscal years, but, of course, only on the basis of funds justified and appro- 
priated for this purpose. A minor provision of the contract provides also that, 
within specified limits, certain districts may effect part of their initial repayments 
by the expenditure of funds for the completion of certain measuring weirs. 

As of the present there is unaccrued of the maximum construction-charge 
obligation approximately $18,500,000. About 88 years will be required for its 
repayment, though there are factors such as changes in the pumping power rate 
or in the status of lands now classed as temporarily irrigable, or the adoption by 
the water users of the variable repayment formula as provided in the contract 
that could operate either to reduce or to extend by a short time the period now 
estimated for full payment. 

Project water-user operation would be accomplished through two boards of 
control, each independently operating a division of the project, with cooperation 
between the boards of control being assured by a joint committee having authority 
to establish the major policies with respect to water distribution and project 
pumping. There would be reserved by the United States for operation as re- 
served works the Owyhee Dam and Reservoir. The contract contains the cus- 
tomary provisions to assure that the Federal investment in the project will be pro- 
tected and that the contract will be carried out. These include the requirement 
for the accumulation and maintenance of a reserve fund, amounting to one- 
seventh of the annual project operation and maintenance cost, currently approxi- 
mating $60,000, provisions for the denial of water and resumption of control 
in case of default, the requirement that the boards of control employ competent 
managers, provision for the distribution of power charges on a project-wide 
basis, except for the power charges incurred for pumping water in addition to the 
project average supply, and provisions for the collection of operation and main- 
tenance charges upon the basis of water use in order to conserve the project 
water supply. 

Enactment of the proposed bill will provide authority for the execution of the 
contract and will, in addition, repeal the now inappropriate provisions of special 
acts relating to repayment contracts for the project. The contracts and the bill 
are similar in general character to the contracts approved by the acts of May 6, 
1949 (Public Law 56, 81st Cong., Ist sess.), and October 27, 1949 (Public Law 419, 
8ist Cong., Ist sess.). 

I have determined from detailed physical and economic analysis that a contract 
under sections 3 and 4 of the Reclamation Project Act of 1939 would not be 
practicable, nor provide an economically sound adjustment of the repayment 
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problem here involved. In my opinion, the proposed contract herewith presented 
provides, as explained above, fair and equitable treatment of the repayment 
problems of the Owyhee Federal reclamation project and is in keeping with the 
general purposes of the 1939 act. 

The Bureau of the Budget has advised me that there is no objection to the 
presentation of this proposed legislation to the Congress. 

Sincerely yours, 
WiituramM E. WarRNge, 
Assistant Secretary of the Interior. 


MipvaLE IRRIGATION DistTRICT 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 26, 1952. 
Hon. Josern C. O’ MAHnoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CuarrMan: This is in answer to your request of May 22, 1952, 
for the views of the Bureau of the Budget on 8. 3212, a bill to approve a contract 
negotiated with the Midvale irrigation district and to authorize its execution, 
and for other purposes. 

It appears from the Department of the Interior’s proposed report that the 
original repayment contract negotiated in 1931 provided for the repayment of 
$5,000,000 in 40 graduated installments beginning with a l-percent payment in 
1944 and going up to 5 percent the last 2 years of the repayment period. Certain 
amendments have been made in the contract since that time. Under the existing 
schedule the annual construction assessments were $1.05 per acre in the early 
years and would reach about $5.25 at the end of the repayment period. The 
Secretary of the Interic: has found that the farmers are having difficulty at the 
present time paying at the 2-percent level or about $2.10 per acre. The recent 
study shows that the average farmer is able to pay approximately $1.70 per acre 
to retire the construction repayment obligation. Under the amended contract 
negotiated with the Midvale irrigation district farmers would pay from 50 cents 
per acre to $2.05 per acre depending upon the class of land. The estimated pay- 
ments of $54,180 annually under this contract would mean a pay-out period of 
about 128 years. The contract provides that the district may elect to pay its 
annual instellments in accordance with a variable formula to reflect changing 
economic conditions, with a minimum annual payment of 25 percent of the base 
charge and a maximum of 175 percent. The actual repayment period under this 
contract could, therefore, be somewhere between 74 years and 512 years. 

It appears that in view of the fact that the investment has already been made 
by the United States in the project and that section 7 of the 1939 Reclamation 
Act provides a basis for negotiating amendatory contracts based on a fair and 
equitable treatment of the repayment problems involved, this office would have 
no objection to the enactment of 8S. 3212. 

Sincerely yours, 
F. J. Lawron, Director. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 27, 1952. 
Hon. Joseru C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Senator O’ Manoney: You have requested a report from this De- 
partment on 8S. 3212, a bill to approve a contract negotiated with the Midvale 
irrigation district and to authorize its execution, and for other purposes. 

The Riverton project, located on the ceded portion of the Wind River Indian 
Reservation in Fremont County, Wyo., was designed for the ultimate irrigable 
area of approximately 103,000 acres. <A large part of the project area was home- 
steaded shortly after a cession of Indian lands by the Shoshone and Arapahoe 
Tribes in 1905. Construction of irrigation works by the Reclamation Service 
was begun in 1920, and the first irrigation water was delivered in 1926, at which 
time reclamation homesteads were opened to entry. By 1930 over 50 percent 
of the land in the first and second divisions (formerly called the Pilot and Pavillion 
divisions) were receiving irrigation water and repayment negotiations were begun. 
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These negotiations led to a repayment contract with the Midvale irrigation dis- 
trict which was executed on February 12, 1931. Settlement of the first and second 
divisions was completed in 1949. The third division of the project is now being 
developed and settled. The first delivery of water to lands in this division was 
made in 1950. 

The 1931 repayment contract with the Midvale irrigation district, as thereafter 
amended, provides (1) for repayment by the district in 40 annual graduated install- 
ments, beginning in 1944, of a $5,000,000 construction charge obligation, plus 
$50,000 for land classification, $150,000 for seepage-control work, and $353,207 
to cover an operation and maintenance deficit; and (2) for repayment of an addi- 
tional $1,800,000 for rehabilitation and betterment work in annual installments of 
$90,000 each, beginning in the year following the year in which the final installment 
on the district’s basic construction charge is paid. The contract also provided 
that, on January 1, 1951, the district would take over the operation and mainte- 
nance of the district’s irrigation works and of major project facilities which jointly 
serve the Midvale district, the third division, and the Pilot Butte power plant, the 
power plant being an independent feature of the Riverton project. 

Repayment of the basic construction obligation was so scheduled that each 
owner of pay-class land, after a 10-year development period, would pay his 
proportionate share of the district’s obligation to the United States at the rate of 
1 percent for the first 3 years of payment, 14 percent for the next 2 years, 2 percent 
for the next 9 years, 24 percent for the next 15 years, 3 percent for the next 6 
years, 3% percent for the next 3 years, and 5 percent for the last 2 years. This 
would require a gradual stepping up of annual construction assessments from 
about $1.05 per acre in the early years to about $5.25 per acre in the last 2 years 
of the repayment period. At present a majority of the lands are paying at the 
2 percent level or about $2.10 per acre. The contract also provided that the 
Secretary might exempt from the payment of construction charges, for a specified 
period, or until further notice, any lands which became temporarily incapable of 
successful cultivation on account of seepage, alkaline conditions, or for other 
similar reasons. Such an exemption is currently granted to 4,700 acres. 

A recent reclassification of lands of the Midvale irrigation district revealed that 
5,354.3 acres have become permanently unproductive principally because of 
seepage or high concentrations of soluble salts or because of inherent unsuitability 
for crop production under irrigation. Another 9,473.7 acres were found to be 
temporarily unproductive (class 5), but these can probably be restored to a pro- 
ductive state through additional drainage or other means of land improvement. 
In addition, over 10,000 acres were shown to possess less than average productivity. 
Their retention among the paying classes will aid in defraying the expenses of 
operation and maintenance if the construction levy imposed against them takes 
into account their limited productivity. 

Although, under the existing system of equal construction charge regardless of 
class of land, the irrigation district, has thus far been able to meet its annual pay- 
ments, the water users—especially those on the poorer lands—have, in many 
instances, been forced to accept an inadequate standard of living and to forego 
needed repairs to improvements and equipment in order to pay their annual water 
assessments. This has been true in spite of the relatively high farm-commodity 
prices and favorable parity ratio during recent years. This situation will become 
even more difficult as the years go by since, as has already been pointed out, the 
existing contract calls for much larger payments during the latter part of its term 
than during the earlier years. 

A recent survey of economic conditions in the district shows that, after 20 years 
on the project, a high percentage of the early settlers, still owe an average of $4,000 
on real estate and chattels; that 80 percent of their homes are far below the average 
that exists on other nearby irrigated areas; and that practically all of the farms are 
in need of major repairs or replacements of improvements and machinery. 

A detailed analysis of the ability of the water users to pay shows a wide varia- 
tion among land classes and among the different types and sizes of farm. The 
analysis also indicates that, after allowing for a modest but adequate level of living 
and the cost of farm production (including $2.25 per acre for operation and main- 
tenance of the project works), the average farmer has available annually approxi- 
mately $1.70 per acre to retire the construction repayment obligation. The 
poorer lands, of course, have substantially less than this amount available to repay 
construction costs. 

Based on the results of the detailed economic and repayment surveys conducted 
by the Bureau of Reclamation and the reclassification of the Midvale lands, 
equitable amendatory repayment arrangements have been worked out with the 
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water users pursuant to section 7 of the Reclamation Project Act of 1939. These 
arrangements are set out in a proposed contract which was approved as to form 
by this Department on April 25 and was approved by the electors of the district 
at an election held on May 14. Execution of this contract on behalf of the United 
States would be authorized by enactment of 8S. 3212. A copy of the contract is 
attached. 

The principal features of the proposed contract are as follows: 

(a) It adopts as one of its integral parts the reclassification of lands of the 
Midvale irrigation district. This reclassification fixes the present pay-class area 
at 37,749.1 acres, places 5,354.3 acres of former pay class in a permanently 
unproductive class, and provides that 9,473.7 acres of former pay-class land will 
be classified as temporarily unproductive. 

(b) The district’s repayment obligation is restated at $7,000,000. This repre- 
sents a consolidation of all existing obligations of the district for the cost of con- 
structing the original works, for seepage control work, and for rehabilitation and 
betterment work. It also includes the value of operation and maintenance equip- 
ment and supplies transferred to the district. In computing this amount, account 
has been taken of the total of water user construction payments and credits to 
December 31, 1951, and of original construction costs charged off at the rate of 
$113.56 per acre for the 5,354.3 acres of land which have proven to be incapable 
of sustained production under irrigation. 

(c) The district’s construction obligation will be increased at the rate of $113.56 
for each acre of land not now described as irrigable upon its inclusion in the 
irrigable area of the district. 

(d) The district’s construction obligation will be reduced at the rate of $113.56 
for each acre of land now classed as temporarily unproductive which the Secretary 
of the Interior later concludes to be permanently unproductive. By the tenth 
anniversary of the date of the amendatory contract, all land classed as temporarily 
unproductive will either have been placed in the proper pay class or removed 
from the irrigable acreage of the project. 

(e) The construction obligation will be repaid in successive annual installments. 
The basic computation for each annual installment rests on the following: $2.05 
for each acre of class 1 and class 2 land, $1.25 for each acre of class 3 land, and 
$0.50 for each acre of class 4 land. These payments yield a total construction 
payment by the district of an estimated $54,180 annually. Annual payment 
of this amount would mean a pay-out period of about 128 years. The contract 
provides that the district may elect to pay its annual installments in accordance 
with a variable formula to reflect current economic conditions and that, once 
the district so elects, such formula shall apply for the remainder of the repay- 
ment period. 

(f) The district will continue to operate and maintain the irrigation system 
of the first and second divisions and the joint works of the project, and will 
establish an operation and maintenance reserve fund. 

I have determined from a detailed physical and economic analysis of the 
Riverton project that a contract under sections 3 and 4 of the Reclamation 
Project. Act of 1939 would not be practicable and would not provide an economi- 
cally sound adjustment of the Midvale irrigation district’s repayment obligation. 
In my opinion, the proposed contract will provide fair and equitable treatment 
of the repayment problems involved. 

I, therefore, recommend that 8. 3212 be enacted. 

I am informed by the Bureau of the Budget that there is no objection to the 
submission of this report to the Congress. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


MALTA AND GLASGOW IRRIGATION DISTRICT 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., October 11, 1951. 
Hon. SAM RAYBURN, 
Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Speaker: Attached is a draft of a proposed bill to approve 
repayment contracts negotiated with the Malta irrigation district and the Glas- 
gow irrigation district, to authorize their execution by the Secretary of the In- 
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terior, and for other purposes. Attached also are copies of the proposed contracts 
referred to in the bill and of reports of the reclassification of the lands of the 
Glasgow and Malta districts of the Milk River reclamation project, Montana. 

I request that the proposed bill and the other attachments be referred to the 
appropriate committee for consideration and I recommend that the bill be enacted. 

The proposed contracts were negotiated pursuant to section 7 of the Reclama- 
tion Project Act of 1939. The reclassification of lands was made under authority 
of section 8 of that act. The proposed contract with the Malta irrigation district 
has been executed by that district. The proposed contract with the Glasgow 
irrigation district has been approved by the district board of commissioners. 
Pursuant to Montana law petitions approving the contract and authorizing the 
district board to execute the contract are being circulated currently among the 
Glasgow district water users for signature. Early favorable action by the water 
users on the petition is anticipated so that court confirmation proceedings can be 
undertaken and the contract executed by the district board at an early date. 

The Milk River project, comprising the Chinook, Malta, and Glasgow divisions, 
is located in north-central Montana. The project was originally authorized in 
1903 and construction was started in 1906. The first irrigation water was de- 
livered in 1911, but the last major feature, the supplemental Fresno storage works, 
was not completed until 1939. At the time water was made available to the 
Malta and Glasgow divisions about one-half of the land was privately owned, 
mostly in large holdings, and the remainder was withdrawn public land which was 
opened to reclamation entry. Settlement and development of project lands for 
irrigation proceeded slowly and only in recent years have they been substantially 
completed. 

In 1905 the landowners of the Malta and Glasgow divisions organized the 
Lower Milk River Water Users’ Association to contract with the United States 
for the construction and operation of project works. A repayment contract was 
executed in 1909 but was superseded in 1926 by the execution of contracts with the 
Malta and Glasgow irrigation districts which had been formed for this purpose in 
1923 and 1926, respectively. The 1926 contracts reflected the findings of the 
Board of Survey and Adjustments (H. Doc. 201, 69th Cong., Ist sess.) and the 
provisions of the Omnibus Adjustment Act of that year. Under authority. of this 
act, the irrigable acreage was reduced and appropriate charge-off of obligation 
made. The obligation of the districts was fixed at $57.05 per irrigable acre which 
represented $12.25 for works used jointly with other irrigation districts and 
$44.80 for facilities specific to the two districts, the cost of such facilities having 
been pooled between the two districts. The contracts provided for retirement of 
the obligation in 40 years with the first semiannual installment coming due 
December 31, 1932. Payments on class 5 land were suspended. Prior to final 
execution of the Glasgow contract, 5,186 acres were withdrawn from the district 
and construction payments on those lands were suspended. 

The districts were unable to meet terms of the 1926 contracts. Before the 
first installments became due the contracts were amended in 1932 in order to 
reduce the amount of the semiannual installments in the early years, to reduce the 
paying acreage, and to permit assessments for construction at different rates by 
land classes. Semiannual installments were to begin at $7,500 and increase to 
$32,500 for the Malta district and increase from $1,950 to $16,500 for the Glasgow 
district. The first payments on these contracts were made in 1937, the prior 
installments having been deferred by various moratoria acts and secretarial au- 
thority. During the period 1938 to 1942 somewhat less than two-thirds of the 
installments coming due were paid. Since then payments have been made with 
greater regularity although payments are not current. Installments due to 
June 30, 1950, for the Malta district amounted to $458,338 and only $251,000 
had been paid as of that date. For the Glasgow district payments due to that 
date were $120,680 and only $80,200 had been paid. 

Each of the districts in 1936 contracted for its proportionate share of the cost 
of the Fresno supplemental storage works, with the first payments coming due in 
1943. The contracts provided for bringing semiannual installments of $6,258 
and $2,627 for the Malta and Glasgow districts, respectively. Neither district 
has been able to make any payments on its Fresno storage contract. From this 
repayment record, it is clear that the districts have been in chronic financial diffi- 
culties since their inception. 

Poor soils, high operation and maintenance costs, slow settlement and develop- 
ment of project land, and excessive annual construction charges have all con- 
tributed to the repayment difficulties of the two districts. Corrective measures to 
date have given only temporary relief. In order to provide a foundation for the 
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solution to those problems, the Bureau of Reclamation has made an objective 
economic and repayment survey of the districts, reclassified the land, and deter- 
mined district rehabilitation needs. Based on those investigations proposed 
amendatory repayment arrangements have been worked out with the irrigation 
district boards. The proposed repayment and related arrangements are designed 
to provide for repayment within the ability of the water users, the protection of 
the investment of the United States, and the continued operation of the districts 
on & sound economic basis. 

The land reclassification of 1947 on which the proposed repayment contracts 
are based reduces the irrigable (classes 1—5) area of the Malta district from 65,930 
acres under the 1926 classification to 53,733 acres, or a net reduction of 12,197 
acres. The pay class (classes 1—4) land is decreased from 35,593 acres to 25,077 
acres, and the temporarily unproductive class 5 land is decreased from 30,337 
acres to 28,656 acres. Changes in the classification of the Glasgow district land 
involved a net decrease in the irrigable area of 104 acres and an increase in class 5 
land of 4,137 acres. In addition, 1,710 acres of pay class and 800 acres of class 5 
land formerly withdrawn have been included in the Glasgow district. As a 
result of these adjustments, the Glasgow district totals become 19,397 acres 
irrigable, of which 7,173 acres are class 5 land. With regard to Glasgow division 
acres remaining outside the Glasgow irrigation district, some 140 are reclassified 
as permanently unproductive (class 6) and 2,359 acres are classified as irrigable. 
The latter acreage includes 1,273 acres of temporarily unproductive or class 5 
land. The acreage changes among the various land classes are shown in greater 
detail in the land reclassification summaries attached. 

The class 5 lands, largely the heavy clay soils, although difficult to manage and 
historically of low productive capacity, are nevertheless important to the econcmy 
of the area in that they are an important source of livestock feed. Additionally, 
they are so located that providing them a water supply adds little to the annual 
operation and maintenance costs of the districts. These lands are unable now to 
bear more than average annual operation and maintenance costs, but even in 
their low productive state are an asset to the district: and the community. Exper- 
imental] investigations, involving trial plantings of various legit mes and grasses, 
application of fertilizers, introduction of organic matter, and other measures, have 
been undertaken in cooperation with the Montana Agricultural Experiment 
Station on a development farm located on class 5 land for the purpose of determin- 
ing vield potentialities and best cultural and management practices for these 
lands. Plans have been formulated for extencing the employment of an assistant 
superintendent who will work with individual farmers in devising and accelerating 
the adoption of a program of land improvement, consisting of leveling and surface 
drainage and improved cropping and irrigation practices. The proposed amenda- 
tory contracts provide for final determinations and disposition by the Secretary 
of the class 5 land by transfer to pay class or to permanently unproductive class 6 
on or before January 1, 1960 

The detailed economic and repayment survey of the districts included a careful 
analysis of land use, farm operation pattern, crop production, and farm operating 
costs for the variou. classes of land. Allowances were made for femily living costs 
prevailing in the area and for a reasonable return on farm investment. From 
these basic data a determination was made of the water users’ long-range payment 
capacity under price and cost relationships prevailing during the period 1939 to 
1944. This period was selected as the most representative in recent vears to reflect 
Jong-range agricultural prices and costs of production. On the basis of these 
analyses, it was found that the Malta district, after meeting annual operation and 
maintenance charges, could reasonably be expected to meet annval construction 
installments at the rate of $24,000 and that the Glasgow district could make 
annval construction payments of $10,500 

The repayment obligation of each of the districts under the proposed amenda- 
tory contracts is a consolidation of all existing and potential obligations and 
reflects adjustments as follows: 

(a) Adjustment of obligations under the 1926 contracts to actual cost to 
December 31, 1949, for the St. Mary shortage unit and works specific to the 
districts, computed at $54.72 per irrigable acre. 

(b) Charge-off at $54.72 per acre for net reduction in irrigable acreage made 
by 1947 land reclassification. 

(c) Additions for anticipated rehabilitation and betterment needs. 

(d) Additions to the Glasgow district obligation to account for inclusion 
in the district of additional acreage. 
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(e) Reductions for construction payments by the water users and appli- 
cation of revenues from sale of town-site lots and grazing and farm-land 
rentals to December 31, 1949. 

The repayment obligation of the Malta district after adjustment is $3,662,165.10 
and for the Glasgow district, $1,588,800.94. 

Provision is made for future ‘adjustment in the repayment obligation for the 
cost of Fresno Reservoir after actual costs have been determined and disposition 
of unsold storage has been made. Other adjustments may result from changes 
in land classification as between irrigable and nonirrigable classes, transfer to the 
districts of operation and maintenance equipment owned by the Government, 
differences between actual and estimated rehabilitation and betterment expendi- 
tures, and for other reasons. 

The estimated cost of rehabilitation and betterment needs included in the 
contract obligations is $378,650 for the Malta district and $346,500 for the Glas- 
gow district. These amounts are required to cover the districts’ share of the cost 
of fiscal years 1949, 1950, and 1951 rehabilitation and betterment work for which 
the districts are already obligated by interim repayment contracts and for other 
work necessary to the continued operation of the irrigation systems. Under 
existing rehabilitation and betterment contracts the Malta district has assumed 
obligations totaling $95,649, and the Glasgow district has agreed to repay $168,500. 

The merging and rescheduling of the payment of these amounts together with 
the district’s basic construction repayment obligations under the proposed amenda- 
tory repayment contracts previously have been approved by the appropriate 
congressional committees in reviewing, pursuant to Public Law 335, as amended, 
the rehabilitation and betterment interim repayment arrangements. The pro- 
posed total rehabilitation and betterment expenditures are considered to be the 
minimum necessary to place the storage, carriage, and distribution facilities of 
the two districts in satisfactory operating condition. Construction of much- 
needed drainage facilities also is included in the proposed betterment program. 

Under the proposed amendatory repayment contract, the Malta district will 
pay an annual construction installment of $24,000 subject to adjustment by 
reason Of transfer of lands between paying classes and class 5 or 6 or inclusion of 
additional lands in the district. The district may at its option elect the employ- 
ment of a variable repayment formula almost identical with that which was 
included in the Deaver and Belle Fourche irrigation districts amendatory repay- 
ment contracts, previously approved by the Congress (Public Law 419, 81st 
Cong., Ist sess.). This variable formula will adjust the annual construction 
installment in accordance with annual fluctuations in net farm income.as measured 
by changes in the prices of farm products and the prices paid by farmers for com- 
modities used in farm production. 

The proposed contract for the Glasgow district provides for a base anmual con- 
struction installment of $10,500, subject to adjustment in the same manner as 
outlined above for the Malta district, including optional employment of a variable 
formula, 

The pay-out periods under the proposed contracts are estimated to approximate 
116 years for the Glasgow district and 106 years for the Malta district. This 
estimate assumes no change in the basic annual installments specified above and 
takes into account (1) the reduction which will be made in the contract obligations 
because of decreased obligations for Fresno storage costs, (2) the annual applica- 
tion of miscellaneous receipts accruing to the districts’ credit each year to the re- 
duction of the contract obligations (estimated at $5,670 for the Malta district and 
$1,722 for the Glasgow district per year), and (3) the eventual reclassification of 
class 5 land at least to paying class 4b. 

Among other features of the contracts are provisions for (1) the transfer of 
operation and maintenance of the irrigation systems, except the reserved works, 
to the irrigation districts; (2) the use of miscellaneous revenues for employment 
of an assistant superintendent to carry on a land-improvement program during 
the first 10 years of the contract period; (3) the accumulation and maintenance 
of a reserve fund for operation and maintenance, a revolving fund for purchase 
of tax certificates and titles, and a general administration and contingency reserve 
fund; and (4) approval of the districts’ annual budgets by the Secretary. 

I have determined from the detailed physical and economic analysis of the 
districts that contracts under section 3 or 4 of the Reclamation Project Act of 
1939 would not be practicable and would not provide an economically sound 
adjustment of the districts’ repayment obligation. In my opinion, the contracts 
here proposed under section 7 of the Reclamation Project Act of 1939 will provide 
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fair and equitable treatment of the repayment problems involved and will be in 
keeping with the provisions of that act. 

The enclosed bill provides for the authorization needed for my execution of the 
roposed contracts and also for the approval of the 1947 land reclassification. 
n addition, the bill provides authority for the further adjustment of the dis- 

tricts’ construction charge obligations in keeping with the ultimate disposition 
made of lands designated as class 5 in the 1947 reclassification. 

I am informed by the Bureau of the Budget that there is no objection to the 

submission of this proposed legislation to the Congress. 
Sincerely yours, 
WiitiaAM E. WARNE, 
Assistant Secretary of the Interior. 


FRENCHTOWN IRRIGATION District, MONTANA, 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., October 11, 1951. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Spreaker: I present herewith for the consideration of the Con- 
gress my report on a proposed contract between the United States and the 
Frenchtown irrigation district, Montana, the organization representing the water 
users of the Frenchtown project, Montana, and a bill entitled, ‘‘To approve a 
repayment contract negotiated with the Frenchtown irrigation district, Montana, 
and to authorize its execution, and for other purposes.’’ The proposed contract, 
which has been executed by the district was negotiated under the authority of 
section 7 of the Reclamation Project Act of 1939 (53 Stat. 1187). There are 
attached copies of the proposed contract. 

I recommend that the draft of bill be referred to the appropriate committee 
and that the proposed legislation be enacted. 

The Frenchtown project located in the Clark Fork River Valley of western 
Montana, and lying about 15 miles northwest of Missoula, was undertaken as a 
Federal reclamation project under authority of title Il of the National Industrial 
Recovery Act of July 16, 1933 (48 Stat. 195). The Frenchtown irrigation district 
was organized on November 19, 1934, and the original repayment contract between 
the district and the United States was executed on July 11, 1935. Construction 
started soon thereafter. 

The project is relatively small, having less than 5,000 acres of irrigable land. 
Works of the project comprise an earth and rock-fill diversion dam and gravity- 
flow distribution system, including 17 miles of main canal, 10 laterals, and neces- 
sary headworks, turn-outs, and water-control structures related thereto, all 
constructed by the United States. The source of irrigation water for the project 
is natural flow of the Missoula River which has been ample to meet all project 
requirements. Water was first made available for irrigation of project lands in 
1936. Operation of the project works was by Government forces until January 
1, 1939, when, pursuant to the present contract as amended, all irrigation facilities 
of the project were turned over to the district for operation and maintenance. 

An irrigable area survey of the project made in 1936, recognized only two 
classes of land, irrigable and nonirrigable. Under that survey, 4,935 acres were 
classed as irrigable. A detailed reclassification completed in 1947 classed only 
4,165.2 acres as well suited to irrigation but retained in the irrigable category 
an additional area of 645.3 acres of marginal irrigable land on which a water 
right had been established or to which water could be supplied economically. 
Reports by the district show that of the 4,810.5 acres classed as irrigable, never 
more than 2,833 acres have been irrigated. Favorable prices for small grains 
which in most years can be produced efficiently without irrigation, have con- 
tributed to the delayed development of the project. About 50 percent of the 
irrigated land is used for hay and forage production, 23 percent for cereal crops, 
16 percent for sugar beets, 9 percent for seed peas, and 2 percent for potatoes 
and gardens. The production and fattening of beef cattle is the most important 
livestock enterprise. 

The present contract between the United States and the Frenchtown irrigation 
district dated July 11, 1935, and supplemented as to reimbursable costs and repay- 
ment provisions by three amendatory contracts, the last of which is dated 
January 10, 1938, provides for repayment of the district’s construction obligation 
of not to exceed $295,000 in 78 graduated, semiannual installments. Under that 








14 APPROVING CONTRACTS WITH IRRIGATION DISTRICTS 


contract as amended, the district is required to pay $1,250 annually for the first 
4 years of the repayment period, $2,500 annually for the next 5 years, $5,000 
annually for the next 5 years, $7,500 annually for the next 5 years, and $10,750 
annually for the remaining 20 years. Initial payment dates for installments 
under that contract were December 31, 1939, and June 30, 1940. 

The district is currently paying at the rate of $5,000 annually. Semiannual 
payments under that rate would continue until December 1953 when the annual 
rate would increase to $7,500, which exceeds water users estimated ability to pay. 
Because of dissatisfaction with the graduated payment schedule of the present 
contract, the district failed to increase its payments according to schedule in 
years 1943 through 1947, and therefore as of July 1, 1951, was delinquent in the 
principal amount of $5,000. It is to remove the inequities of the present contract 
and to restore project repayment that the proposed contract was negotiated. 

To provide an equitable basis for negotiating the repayment terms of the 
proposed contract, an investigation was made of the repayment ability of water 
users. Basic deta for the repayment analysis were obtained by personal interview 
with each of the 35 farmers on the project. Those interviews supplied infor- 
mation on farm production and marketing practices, farm income, indebtedness, 
and farm and family living expenses for the 1946 production year. Costs and 
prices were subsequently adjusted to a besis considered representative of long- 
range future price and income levels. The basis for this projection was the 
average of prices and costs for the period 1939-44. 

After consideretion had been given to all contributing information, it was deter- 
mined that water users could normally be expected to meet all farm operating 
expenses, maintain a satisfactory level of family living, pay the annual cost of 
project operation and maintenance, and pay $1.40 per irrigable acre annually 
toward retirement of the project construction cost. The investigation also 
included review of a method to adjust the annual construction charges to recog- 
nize fluctuations in the district’s gross crop income and in the exchange value of 
farm commodities. 

Accordingly, the proposed contract establishes a basic annual repayment 
installment of $6,735. Payments under this base rate, however, would not begin 
until December 1953 when under the present contract an annual payment rate of 
$7,500 would become effective. Until that time, the present payment rate of 
$5,000 annually as required under the existing contract would be continued. 
The proposed contract contains a procedure for varying, at the option of the 
district, the basic annuel installment by means of the so-called normal and 
percentage plan embodied in the Reclamation Project Act of 1939, which recog- 
nizes fluctuations in gross income, and further by means of a parity factor, which 
recognizes the relative purchasing power of farmers’ income. Once the district 
exercises this option, the variable formula would remain in effect throughout the 
remainder of the repayment period. Variations in the annual assessment under 
the variable formula are limited by a ceiling of 150 percent of the base rate of 
$6,735 and by a floor of 15 percent of that amount. Under the proposed contract, 
the repayment period is estimated at 38 years from 1950, which represents an 
extension of the existing repayment period of only about 10 vears. The pay-out 
period may be somewhat shortened or extended under the optional variable 
installment provisions of the contract, depending upon future fluctuations in 
project income and the long-range relationship between prices farmers pay and 
prices farmers receive, but any such result is expected to be minor. Consistent 
with other amendatory repayment contracts recently authorized under section 7 
of the Reclamation Project Act of 1939, the proposed contract does not require 
interest to be paid on any amount remaining unaccrued, by reason of the variable 
formula, at the end of the normal repayment period. 

All of the district’s contract obligations with the United States are completely 
restated in the proposed contract, it being framed to supersede the present con- 
tract and allamendments of it. All currently unpaid costs of project construction 
are included in the district’s restated obligation of $272,733.71, including interest 
on delinquent installments, the cost of the 1947 land classification, and the investi- 
gational and other costs made in connection with the negotiation of the proposed 
contract. In addition to this amount, the contract provides for rehabilitation 
and betterment of project works in an amount of not to exceed $15,000, should 
the need for such work be deemed desirable by both the United States and the 
district’s board of commissioners and should funds be appropriated for the work, 
If such work is done the cost will be added to the district’s repayment obligation 
and be recovered within 2 years although the repayment period will be extended 
accordingly. Provisions to assure that the contract is carried out are included, 
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such as provisions for the denial of water in case of default, for periodic inspection 
of project works, and for the keeping of suitable books and records. Also, to 
make sure that adequate financial resources are available to the district to meet 
unusual and extraordinary operating problems or emergencies, the proposed con- 
tract provides that the district shall accumulate an operation and maintenance 
reserve fund of $2,500 by means of a temporary increase in the annual operation 
and maintenance assessment until the fund is accumulated. 

Enactment of the accompanying bill will provide authority for execution of the 
contract. 

I have determined from detailed physical and economic analyses that a contract 
under sections 3 and 4 of the Reclamation Project Act of 1939 would not be 
practical nor would it provide an economically sound adjustment of the repayment 
problems involved. In my judgment the proposed contract herewith presented 
provides, as expressed herein, fair and equitable treatment of the repayment 
problems of the Frenchtown irrigation district, and is in keeping with the general 
purposes of the Reclamation Project Act of 1939. 

The Bureau of the Budget has informed me that it has no objection to the 
presentation of this proposed legislation to the Congress. 

Sincerely yours, 
Witi1amM E. Warne, 
Assistant Secretary of the Interior, 
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